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Cloud/SaaS Future: Bright and Growing 
Brighter 
Surprise! Cloud and SaaS technologies will 
continue to be hot sectors for both 
investment and M&A over the next 18-24 
months.  Both established Cloud 
companies and traditional enterprise 
software players will continue to be very 
active in keeping pace with this trend 
through acquisitions.   

In this report we highlight a few of these 
trends that we are tracking and will cover 
in more detail in future reports. 

Key Findings from Our Research 
Include: 

• Cloud Gaining Momentum Outside of 
Infrastructure.  In many ways, the IaaS 
sub-sector has led the way in the growth 
of the cloud industry into large 
organizations.  This is not surprising as 
the primary rationale for purchasing IaaS 
services over owning infrastructrure 
(flexibility and price/value) not only appeal 
to large organizations, but are easy 

changes to for IT organizations to 
implement and manage.  Now we are 
seeing more penetration in to applications 
(SaaS) and platforns (PaaS) as these 
large customers become experienced 
and comfortable with the “as a service” 
model.    

• Players Moving Up or Down Stack from 
Established Bases in IaaS and SaaS. 
M&A and investment activity in the 
cloud/SaaS industry is high as 
established players at both ends of the 
stack (infrastructure & applications) 
expand their product offerings by 
acquiring up or down the stack.  Throw in 
traditional enterprise players looking to 
diversify traditional software revenue 
streams with cloud services, and you 
have a robust M&A market. 

M&A activity in Cloud and 
SaaS Industry continues to 
be robust as various cloud-
based technologies grow in 

importance to the overall 
software and technology 

market  

Figure 1: Cloud/SaaS Industry Deals 
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Trends in Cloud and SaaS Driving M&A 
Opportunities 
Cloud Infrastructure Players Move Up 
Stack 

Over the last 12 months, we have seen cloud 
infrastructure as a service (IaaS) players begin 
to make acquisitions to move their businesses 
up the stack into higher value platform as a 
service (PaaS) and software as a service 
(SaaS) businesses.  This is not a surprise for a 
couple of reasons: 

• IaaS services were the first to cloud 
services to gain hold with large 
enterprises, but also appeal to and scale 
down to smaller players as well.  The 
fantastic growth of players such as AWS 
or Apple’s push into infrastructure 
services through its iCloud service 
illustrate the universal appeal of these 
services.  This has given rise to fast 
growing large IaaS organizations with the 
cash flow to fund acquisitions. 

• IaaS services are highly commoditized – 
at least compared to PaaS or SaaS.  
Because of the more basic nature of IaaS 
services, e.g., server capacity or storage, 
the market for these services have 
become competitive and somewhat 
commoditized.  While there certainly are 
niche providers and differing levels of 
quality and service offerings for various 
IaaS services, the reality is that IaaS 
services lend themselves to 
commoditization.  As a result, these 
services will see price and margin 
compression as customers are able to 
switch between providers with limited 
friction.  

As such we expect that IaaS players to 
continue to make moves in this space.  
Examples such as RackSpace’s acquisition of 
Cloudkick, or Amazon’s investment in Engine 
Yard point to this trend. And while IaaS 
players moving up the stack is an important 
trend, we should not overlook SaaS players 
moving downstack and enterprise players 
moving into cloud services as well.  
Salesforce’s acquisition of Heroku and 
VMWare’s acquisition of Zimbra are good 
examples of that trend.   

Big Data is Hot but Big Data is also a 
Challenge 

While defining exactly what the term “Big 
Data” can be problematic and imprecise, 
there is no doubt that it is a hot topic in both 
the enterprise and certain emerging 
technology markets.  Companies are realizing 
that they have huge silos of valuable customer 
and operational data that they are not 
effectively utilizing cross-purpose.  At the 
same time, the explosion of mobile and 
Internet consumer data is creating large 
opportunities for companies to better 
understand, interact with, and target 
customers if they can compile and understand 
that data.   

The challenge in Big Data comes down to 
creating the necessary infrastructure and tools 
to hand this deluge of data effectively.  This 
means technologies that have the horsepower 
to help manage massive data stores quickly 
and efficiently, and tools that help business 
units (as opposed to IT groups) to actually use 
and interpret that data will be in high demand 
as the big data challenges are sorted.   

We expect that as these businesses gain 
traction over the next 18-24 months, large 
enterprise software and SaaS/IaaS players will 
be looking to add these functions to their 
service offerings. 

Cloud Critical to Mobile 

The explosion of smartphone usage, and the 
impact on both consumer and enterprise 
behavior associated with it, has pushed cloud 
solutions (IaaS, PaaS and SaaS) to the 
forefront of many developments in the mobile 
marketplace.   

The reasons for this are myriad, ranging from 
the challenges of managing bring your own 
device (BYOD) trends in the enterprise via 
cloud-based enterprise device management, 
to the need for seamless back up of 
consumer data (iCloud), to the need to 
harness the power of the cloud to crunch 
mobile user data for mobile marketing 
solutions.   

Both established cloud 
companies and traditional 

enterprise software providers 
will be active in the 

Cloud/SaaS M&A market 
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The sheer speed at which devices and apps 
are moving forward makes it extremely difficult 
for enterprise-based solutions to keep up with 
changing devices and OS technologies, often 
leaving cloud solutions as the only viable 
alternative for certain applications.   As such 
we expect mobile cloud solutions to be of 
particular interest over the next 18-24 months 
as both established enterprise software and 
cloud players work to integrate mobile 
solutions into their offerings. 

SaaS M&A Activity Continues to Move 
Beyond CRM and HCM 

SaaS has established itself as the primary 
method for engaging certain segments of the 
market (mid- and small-businesses), as well as 
in certain verticals, e.g., customer relationship 
management (CRM) and human capital 
management (HCM).   

While penetration of these markets for SaaS is 
far from reaching the point of saturation, we 
expect that SaaS business models will 
continue to expand into new territory such as 
business intelligence (BI), Tools, Industry 
Verticals and Business Processes such as 
enterprise resource planning  (ERP) and 
Billing, Payroll, Transactional Processing.   

This will make players in these emerging 
sectors attractive targets as established SaaS 
players work to extend their product offerings, 
and enterprise players look to diversify and 
shore up traditional enterprise business with 
SaaS revenue streams.  
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Market Analysis 
The cloud/SaaS market is large – that is for 
certain.  How large, however, is a point of 
debate by various market analysis firms.  
Depending on the source the cloud market is 
estimated to be from $40B (IDC) to $109B 
(Gartner) in 2012.  

The wide discrepancy in the estimates can be 
tracked to how the two firms define “cloud.” 
Gartner counts nearly $50B in internet 
advertising revenues as “cloud” which we do 

not.  If you back out those revenues the 
market is $40B to $59B depending on the 
source.   

Growth going forward will continue to be 
strong with the market estimated to grow 
nearly 19% on a compounded basis from 
2010-2015.  

  

Figure 2: Cloud/SaaS Market 

Gartner estimates that the 
cloud/SaaS market will grow 
to 100.7 Billion by 2015 – 
not including cloud/Internet 
advertising revenues. 
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Cloud/SaaS Financial Markets 

Public Markets and Valuations 

Both SaaS and the IaaS/PaaS sectors of the 
public market have had a strong year to date.  
Our SaaS index is up over 40% since the 
beginning of January and easily outpaces the 
various market indices.  IaaS/PaaS companies 
have had a strong year as well – up over 20% 
and generally in line with the Nasdaq and 
outpacing the broader market indices.    

While Infrastructure and Platform companies are 
valued at a pretty consistent EV of 4.5x LTM 
revenues, SaaS companies are more varied in 
their valuation.  SaaS valuations range from an 
EV of 4.0x LTM up to an EV of 14.0x LTM.  
SaaS valuations are tied to the size of the 
company with smaller SaaS companies 
clustered around the lower end of that range 
and the larger SaaS players clustered near the 
top of that range. 

 

Figure 4: Cloud/SaaS Valuations 

ΩΩ

 

Figure 3: Cloud/SaaS Public Market Indices 
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Announced	  
Date Target Acquirer(s)

Enterprise	  
Value	  ($M)

EV	  /	  LTM	  
Revenue Description

7/17/2012 Socialcam Autodesk,	  Inc. 60.0 -‐
Provides	  a	  mobile	  application	  that	  enables	  iPhone	  and	  Android	  device	  users	  to	  capture,	  edit	  and	  share	  
videos	  via	  social	  networks,	  YouTube,	  email	  and	  text	  message.

7/14/2012 Spool Facebook -‐ -‐
Provides	  a	  beta-‐stage	  Web	  browser	  plug-‐in	  and	  mobile	  application	  that	  enable	  users	  to	  save	  Web	  content	  
to	  mobile	  devices.

6/11/2012 Pieceable,	  Inc.	  (employees) Facebook -‐ -‐
Employees	  of	  Pieceable,	  which	  provides	  software	  as	  a	  service	  (SaaS)	  that	  enables	  businesses	  to	  run	  iOS	  
applications	  in	  a	  Web	  browser.

6/5/2012 Quickoffice,	  Inc. Google,	  Inc. -‐ -‐
Provides	  mobile	  Microsoft	  Office-‐based	  desktop	  productivity	  software	  for	  use	  on	  iOS,	  Android	  and	  Symbian	  
devices	  for	  businesses	  and	  consumers	  globally.

5/23/2012 Mobsmith,	  Inc.	  [fka	  NearbyAd] Rubicon	  Project,	  The -‐ -‐
Provides	  smart	  phone	  display	  ad	  campaign	  creation,	  delivery	  and	  analytics	  software	  as	  a	  service	  (SaaS)	  for	  
businesses.

5/18/2012 Karma	  Science Facebook -‐ -‐
Provides	  an	  Android	  and	  iOS	  application	  that	  enables	  users	  to	  send	  physical	  gifts	  and	  virtual	  greeting	  cards	  
to	  friends	  and	  family.	  Application	  notifies	  gift	  recipient	  via	  text	  message,	  email	  or	  Facebook.

5/8/2012 AdJitsu.com Amobee,	  Inc.	  [Singtel] -‐ -‐
Provides	  mobile	  3D	  advertisement	  server	  and	  tracking	  software	  for	  businesses,	  content	  publishes	  and	  ad	  
network	  operators.

5/7/2012 BankOns Capital	  One -‐ -‐
Provides	  an	  Android	  smart	  phone	  applications	  that	  enables	  consumers	  to	  receive	  digital	  coupon	  offers	  
based	  on	  prior	  purchasing	  history.

5/5/2012 Glancee Facebook -‐ -‐
Provides	  a	  location-‐based	  social	  discovery	  application	  for	  iPhone,	  Android	  and	  Facebook.	  	  Application	  
enables	  users	  to	  receive	  notifications	  other	  users	  with	  similar	  interests	  are	  nearby.

4/17/2012 Pingpin	  Inc.	  [dba	  Ditto] Groupon	  Inc. -‐ -‐
Provides	  a	  location-‐based	  iPhone	  application	  that	  enables	  users	  to	  make	  plans	  with	  and	  follow	  the	  
activities	  of	  friends.

4/9/2012 Instagram Facebook 1,000.0 -‐
Provides	  a	  mobile	  digital	  photo	  application	  that	  enables	  iPhone	  and	  Android	  device	  users	  to	  apply	  filters	  to	  
photos	  and	  share	  them	  via	  the	  Instagram	  community	  and	  social	  networks.

4/9/2012 AisleBuyer	  LLC Intuit,	  Inc. 20.0 -‐ Provides	  mobile	  e-‐commerce	  software	  for	  businesses	  and	  smart	  phone	  users.

3/26/2012 Clairmail	  Inc. Monitise	  plc 168.2 9.3x
Provides	  mobile	  banking	  software	  that	  enables	  users	  to	  manage	  bank	  accounts	  and	  make	  payments	  via	  
smart	  phones	  for	  the	  financial	  sector	  in	  North	  America.

3/20/2012 Nukona	  Inc Symantec	  Corporation -‐ -‐
Provides	  smart	  phone	  application	  distribution	  software	  and	  software	  as	  a	  service	  (SaaS)	  that	  enables	  
businesses	  to	  deploy	  enterprise	  "app	  stores."

3/9/2012 Loopt,	  Inc. Green	  Dot	  Corporation 43.4 -‐
Provides	  a	  GPS-‐based	  Android	  and	  iOS	  application	  that	  enables	  users	  to	  locate	  friends	  and	  review	  and	  read	  
reviews	  of	  local	  businesses.

3/5/2012
Amobee,	  Inc.	  [aka	  Amobee	  
Media	  Systems]

Singapore	  Telecommunications	  
Limited	  [aka	  SingTel] 321.0 9.2x

Provides	  mobile	  advertising	  campaign	  management,	  delivery	  and	  analytics	  software	  for	  mobile	  application	  
developers,	  businesses	  and	  wireless	  telecom	  service	  providers	  globally.

Source:	  451	  Group

Figure 5: Cloud/SaaS Industry M&A 
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VC & Private Investment Activity  

VC and private investment in the cloud/SaaS 
sector space has continued to be very strong.  
There are numerous market opportunities around 
cloud/SaaS as it becomes more and more the 
dominant method by which software is 
consumed and new services that could only exist 
in a shared or public environment are developed.   
This importance is reflected in the large number, 
and growing pace of deals over the last year. 

We expect investment in this sector to continue 
to be strong going forward.   

 

Capital	  Raised	  ($M)

Target Investor(s) Round
Current	  
Round Description

6/27/2012 ActivDox	  Inc. Golden	  Triangle	  Angelnet -‐-‐ 1.9
Provides	  mobile	  document	  solutions	  for	  tablet	  
devices	  for	  businesses,	  enterprises,	  and	  government	  
organizations	  worldwide.

6/21/2012
UpStart	  Mobile,	  
Inc.

Band	  of	  Angels;	  RockPort	  Capital	  Partners;	  Shasta	  
Ventures;	  Sand	  Hill	  Angels,	  Inc. A 8.0

Develops	  location-‐based	  mobile	  solutions	  for	  
business-‐to-‐consumer	  applications.

6/19/2012 Bluebox Andreessen	  Horowitz;	  SV	  Angel A 9.5
Develops	  technologies	  to	  ensure	  the	  security	  of	  
enterprise	  data	  on	  mobile	  devices.

6/6/2012 Get	  Taxi,	  Inc. Access	  Industries,	  Inc. C 20.0
Povides	  GetTaxi,	  a	  mobile	  application	  for	  users	  to	  
order	  taxis	  from	  their	  mobiles.

5/24/2012 MobileIron,	  Inc.
Foundation	  Capital;	  Institutional	  Venture	  Partners;	  
Norwest	  Venture	  Partners;	  Sequoia	  Capital;	  Storm	  
Ventures	  Inc.

-‐-‐ 42.7
Provides	  solutions	  to	  move	  Smartphone	  data	  to	  the	  
enterprises.

5/16/2012 Crittercism,	  Inc. Shasta	  Ventures;	  Opus	  Capital;	  Google	  Ventures A 5.5
Provides	  a	  support	  platform	  that	  allows	  mobile	  
developers	  to	  diagnose	  mobile	  application	  crashes	  
and	  provide	  customer	  support	  to	  users.

5/14/2012 Vox	  Mobile,	  LLC Edison	  Venture	  Fund;	  Permal	  Capital	  Management -‐-‐ 7.5
Designs	  and	  develops	  mobile	  device	  management	  
solutions.

5/9/2012
Flint	  Mobile,	  
Inc. Storm	  Ventures	  Inc.;	  True	  Ventures A 3.0

Develops	  mobile	  payments	  applications	  for	  small	  
businesses	  in	  the	  United	  States.

5/8/2012 session	  M,	  Inc.
Charles	  River	  Ventures;	  Highland	  Capital	  Partners;	  
Kleiner,	  Perkins,	  Caufield	  &	  Byers B 20.0 Develops	  a	  mobile	  application	  tool.

4/30/2012
Kony	  Solutions,	  
Inc. Insight	  Venture	  Partners C 15.0

Provides	  a	  mobile	  application	  development	  platform	  
and	  support	  services	  that	  enable	  companies	  to	  offer	  
mobile	  applications	  to	  their	  consumers.

Source:	  Capital	  IQ

Announced	  
Date

 

Figure 7: Notable Cloud/SaaS Industry VC and Private Investments 

Figure 6: Cloud/SaaS Industry VC and Private Investment 
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Figure 8: Cloud/SaaS Industry Trading Metrics 
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Figure 9: Cloud/SaaS Industry Operating Metrics 
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About Headwaters MB 
 

Headwaters MB is an independently owned, growth investment bank and advisory firm.  Headwaters MB has transacted over $15 billion of 
middle market deals and has over $75 billion of deal experience from its 65 full-time senior professionals.  Headwaters has a national office 
footprint in the United States, headquartered in Denver, with additional offices in Boston, Chicago, New York, San Francisco & Washington 
D.C. 

Headwaters MB has a significant international track record; providing our clients with a global reach. 

Our team has generated significant revenue from cross-border transactions, has local advisory partners in 30 countries and the firm has 
been the winner of “Cross Border Deal of the Year”.   

The firm has an established reputation as quality service provider and trusted long-term advisor to clients with a history of process and 
transaction excellence. 

  

The Headwaters TMT Team 

Gary Moon  John Batdorf Mark R. Langner 
Head of TMT Banking Managing Director Managing Director – Research 
415-766-3862 (office) (415) 926-7454 (office) 415-464-6322 (office) 
650-515-8734 (mobile) (415) 847-8805 (mobile) 415-994-0557 (mobile) 
gmoon@headwatersmb.com jbatdorf@headwatersmb.com mlangner@headwatersmb.com 

 

Sun Jen Yung 
Managing Director 
203-992-1667 (office)  
917-297-8716 (mobile) 
sunjyung@headwatersb.com  
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Our bankers have deep personal experience completing transactions for companies in the technology, media and telecom space, including: 

 
Disclosure:  This newsletter is a periodic compilat ion of certain economic and corporate information, as wel l  as completed and 
announced merger and acquisit ion act iv ity.  Information contained in this newsletter should not be construed as a recommendation 
to sel l  or buy any security.  Any reference to or omission of any reference to any company in this newsletter should not be 
construed as a recommendation to buy, sel l  or take any other act ion with respect to any security of any such company.  We are not 
sol ic it ing any act ion with respect to any security or company based on this newsletter.  The newsletter is publ ished solely for the 
general information of cl ients and fr iends of Headwaters MB, LLC.  I t  does not take into account the part icular investment 
object ives, f inancial s ituat ion, or needs of indiv idual recipients.  Certain transactions, including those involv ing early stage 
companies, give r ise to substantia l  r isk and are not suitable for al l  investors.  This newsletter is based upon information that we 
consider rel iable, but we do not represent that i t  is accurate or complete, and it  should not be rel ied upon as such.  Predict ion of 
future events is inherently subject to both known and unknown r isks, and other factors that may cause actual results to vary 
mater ia l ly.  We are under no obl igat ion to update the information contained in this newsletter.  

Opinions expressed are our present opinions only and are subject to change without notice.  Addit ional information is avai lab le 
upon request.  The companies mentioned in this newsletter may be cl ients of Headwaters MB, LLC.  The decisions to include any 
company in this newsletter is unrelated in al l  respects to any service that Headwaters MB, LLC may provide to such company.  This 
newsletter may not be copied or reproduced in any form, or redistr ibuted without the prior written consent of Headwaters MB, LLC.  
The information contained herein should not be construed as legal advice.  

  


